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Appear ances:

For Appellants: Joseph V. Broffman, Public
Account ant

For Respondent: A _Ben Jacobson, Associate
Tax Counsel

OPLNLON

These aprpeals are made pursuant to Section 18593 of the
Revenue and Taxation Code from the action of the Franchise
Tax Board on the protests of Philip Yordan, Sanuel J. Yordan,
Edith Yordan and Irving and Beatrice Yordan to proposed as-
sessnents of additional personal incone tax for the year 1946
in the anounts of $794.42 against Philip Yordan, {252.00
agai nst Sanuel J. Yordan, (252,00 against Edith Yordan and
$100. 36 against Irving and Beatrice Yordan.

- On June 16, 1954, the United States Tax Court entered
decisions pursuant to stipulations between Appellants and
the Comm ssioner of Internal Revenue azreeing to deficiencies
in Federal income tax for the year 1946, On July 16, 1955,
the Appellants sent to the Franchise Tax Board conputations
of their California income tax for the year 1946, based on
the stipulations filed wth the Tax Court. On Septenber 27,
1955, Appellants sent copies of the stipulations and the Tax
Court decisions to the Franchise Tax Board. On January 9,
1957, the Franchise Tax Board issued the proposed assess-
ments which are the subject of this appeal,

The sol e question presented is whether Section 18586. 3
of the Revenue and Taxation Code bars the proposed assess-
nents; ~The Prowsmns of the Code, so far as they are
relevant to the argunments presented, are as follows:

(18451, If the amount of taxable incone
for any year of any taxpayer as returned to
the United States Treasury Department is
changed or _corrected by the Conm ssioner of
Internal Revenue or other officer of the
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United States or other conpetent authority,
.+o Such taxpayer shal| report such change
or corrected taxable income ,,, within 9
days after the final determnation of such
change or correction.,, , ~Any taxpayer
filing an anmended return with” such depart-
ment Shall also file within 90 days there-
after an amended return with the "Franchise
Tax Board which shall contain such informa-
tion as it shall require."”

"18586.2. |If a taxpayer shall fail to.
report a change or correction by the Comm s-
sioner of Internal Revenue or other officer
of the United States or other conpetent
authority or shall fail to file an amended
return as required by Section 18451, any
deficiency resulting from such adhustnants
may be assessed and collected within four
years after said change, correction or
amended return is reoorted to or filed wth
the Federal Government,"

"18586.3. If a taxpayer is required to
report a change or correction by the Com
m ssioner of I'nternal Revenue or ot her
officer of the United States or other com
petent authority or to file an anmended
return as required by Section 18451 and
does report such change or files such
return, any deficiency result[n%_from such
adj ustments nay be assessed within, six
months fromthe date when such notice or
amended return is filed wth the Franchise
Tax Board by the taxpayer.., ."

Al t hough Appel | ants argue that the Franchi se Tax Board
knew that proceedings were in progress with the Federal
authorities, it is_ undisputed thaf the Franchise Tax Board
did not know the final result of those proceedings in the
Tax Court until inforned thereof by the Appellants many
nonths thereafter. It is readily apparent that the Appellants
did not conply with the requirenent of Section 18451 that they
report the change orcorrection in their income wthin 90 days.

Having failed to report the change as required by Section
18541, it woul d appear to follow under Section 18586.2 t hat
the Franchise Tax Board then was allowed four years after the
change to make the assessnents. These assessments were made
wel | "within that period,
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pel l ants take<«the position, however, that Section
18386. 3 demanded that the assessnments be made within six
months after the Franchise Tax Board was notified of the
change. They assune_ that this section applies unless
there is failure to file an amended return when required
by Section 18451 As we read Section 18586,3, it al so
becomes | nap{)l i cabl e upon-failure to report a change in
Federal | y-taxed incone_as_required by Section 18451, Any
other interpretation would Make meaningless the require-
ment of Section 18431 that a report of the Federal change
be filed within 90 days.

Reading the three sections as a whole, we conclude that
the assessneénts in question were not barred.

ORDER

Pursuant to the views expressed In the Qpinion of the
tBﬁardf on file in this proceedinz, and good cause appearing
erefor,

_XT |'S_HEREBY ORDERED, ADJUDGED AND DECREED, pursuant to
Section 18595 of the Revenue and Taxation Code, that the
actionof the Franchise Tax Board on the protests of Philip
Yordan, Samuel J. Yordan, Edith Yorclan and Irving and
Beatrice Yordan to proposed assessments of additional _P_er-
sonal income tax in the anounts of §794,42 against Philip
Yordan, 252,00 agai nst Samuel J, Yordan, $252,00 agai nst
Edith Yordan, and $100.36 against |rving and Beatrice Yordan
for the year 1946 be and the sane is hereby sustained.

Done at Sacramento, California, this 7th day of Novenber,
1958, by the State Board of Equalization.

Geo. R Reilly , Chai rman
J. H Quinn , Menber
Robert C. Kirkwood , Member
Robert E. McDavid , Menber
, Menber
ATTEST: Dixwell L. Pierce , Secretary
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